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[Lucien O. Chavin is a staff writer with Latinamerica Press, a weekly bilingual publication in Lima,
Peru.]
More than a century after Chile invaded Peru in the War of the Pacific, snatching up a sizable chunk
of desert coast, a new Chilean invasion is on this time in investment. In the past five years, Chilean
companies have invested more than US$3 billion in Peru, adding US$611 million in 1996. Chile's
Santa Isabel grocery store chain is the fastest growing company in its sector; Breschler ice cream
is giving Peru's standard-bearer, Danofrio, a run for its money; and every time Lima residents flip
on the light switch at home or in the office they have the Chilean-owned Edelsur to thank for their
electricity.
Jose Miguel Gamarra, a representative of Peru's promotion office PROMPERU, highlights Chilean
investment in the agricultural and energy industries as crucial to the country's development. "The
Chilean contribution in the agricultural sector is of utmost importance to Peru because of the
knowledge that they posses," says Gamarra. From tropical fruit to an upscale cemetery, it's Chilean
owned Chile investment in the agriculture sector has gone mainly toward nontraditional exports,
such as asparagus and camu-camu, an exotic fruit with a high concentration of vitamin C found only
in Peru's northern jungle region.
Last year, Peru exported more than US$100 million in camu-camu, mainly to France and Japan, and
Peru overtook Chile as Latin America's largest exporter of asparagus. Asparagus exports topped US
$120 million in 1996. Another important area of investment is in mining, with Chilean companies
entering into partnerships with Peruvian firms and other foreign companies to take advantage of
government concessions and newly privatized mines. A Chilean company, for example, is working
with the giant Shell-Mobil consortium drilling for natural gas in Peru's central department of Cusco
(see Notisur, 04/18/97).
In an ironic twist, Chilean companies are now part owners of copper mines in Peru's southern desert
region. Only 25 years ago, the Peruvian government, then under the leadership of left-wing Gen.
Juan Velasco, sent troops down to the southern border because it feared that Chile under Gen.
Augusto Pinochet might invade to grab the mines. In addition, Chile has had a major impact in Peru
with its private pension funds (Administradoras de Fondos de Pensiones, AFPs), which were first
created nearly two decades ago and have now spread throughout all of Latin America.
The AFPs are billed as the future of a modern, free-market economy and an example of Chile's
booming economy. Chile is the only country in the region that has maintained steady growth for
more than a decade. It's GDP grew by 6% last year, making it the envy of its neighbors. Jaime
Caceres, president of Peru's AFP Integra, says that Chile's economic model is what Peru needs to
follow. He said the state has failed to provide for Peruvians since independence in 1821, so it is time
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to let the private sector start running the show. "It is hard to find a sector of our economy where
the Chileans do not have a role," said Caceres. "I've thought about this, and the only example I can
think of is public health because it is not a money-maker."

Economic and political stability attract Chilean capital
Chile's interest in its northern neighbor began to grow as soon as Peru's economy stabilized and
rebel activity declined in the early 1990s. With yearly inflation falling from 7,000% in 1990 to an
estimated 9.5% today, and the leadership of both leftist rebel groups safely behind bars, Peru's
standing with Chilean companies, as with hundreds of other foreign companies, shot up almost
immediately. Peru's untapped market was perfect for Chilean companies that had rapidly outgrown
the borders of the country and were looking for new areas in which to invest. Between 1990 and
1996, Chileans invested a total of about US$15 billion outside the country, representing an annual
flow equivalent to 7% of the country's GDP.
In addition to Peru, Chileans have invested US$8.8 billion in Argentina, US$1.3 billion in Brazil,
US$1 billion in Colombia, and a similar amount in Bolivia. In Argentina, Bolivia and Peru all of
which have border problems with Chile the investment has been welcomed, but there are skeptics.
Argentina almost declared war against Chile in 1978 because of a territorial dispute. Even today,
the Argentines are not too happy about Chile's plans to continue upgrading its military hardware,
which includes new submarines and the possibility of US fighter planes (see NotiSur, 04/18/97). In
Bolivia, every March 23, the president tells the citizens that the country will soon regain its access
to the sea. Bolivia has been landlocked since Chile took its coastal departments in the War of the
Pacific (1879-1883).
When a Chilean company took control of the rail line between the northern Chilean city of Arica
and the Bolivian capital of La Paz in 1996, riots broke out in Bolivia, with mobs burning Chilean flags
and stoning office buildings housing Chilean interests. In Peru, the reaction has not been as fierce
as in Bolivia, but some politicians warn against too much Chilean investment. The only time the
Peruvian government has balked at Chilean investment came in 1996 when they blocked a Chilean
company from bidding on the privatization of part of the state's oil company, PetroPeru. Peru's
government said the oil sector was too strategic to be controlled by Chilean interests. They applied
the same rule to northern neighbor Ecuador.
"Chilean investment is excessive. They aren't our enemies, but I don't want them to own our
economy," said Congressman Carlos Ferrero Costa of the governing Cambio 90-Nueva Mayoria
(Cambio 90-NM) party of President Alberto Fujimori. "We need to remember our history. We went
to war with Chile. They never returned our territory." In that accusation, Ferrero Costa is partly
right. Chile held on to Arica and other territory that once formed southern Peru, but it did give back
the city of Tacna and paid Peru US$6 million as part of the 1929 Tacna-Arica Treaty.
Another complaint about Chilean investment comes not from the politicians but from the employees
of Chilean-owned companies who say the foreign managers treat them as inferiors. Employees
at a local Santa Isabel grocery say the Chilean managers have the attitude that "we are right, so
do things our way." Lucho Tuesta, a young employee at Santa Isabel, was sent to Chile to receive
management training at a store in Valparaiso, southwest of the capital of Santiago. Despite praise
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for his work, Tuesta's salary as a Peruvian manager is much less than his Chilean counterparts.
"We have to work six days a week, at least 12 hours a day, for a salary that would be considered low
anywhere but here," said Tuesta. "I can't complain though, because the job market in Lima is tight,
and it would be hard to find work elsewhere."
Despite the criticism, there is guarded optimism that increased investment will not only pave the
way for the hoped-for economic integration of the region in the US-led Free Trade Area of the
Americas (FTAA), but that it will bury once and for all the possibility of armed conflict. "To the
extent that our economic interests are intertwined, other problems will start disappearing," said Luis
Humberto Gatica, the Chilean director of Lucchetti Peru, Inc., a Chilean pasta company that has
taken Peru by storm. The company has captured 18% of the market in a little more than a year.

-- End --
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